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Research: Italian Social Security/Medicare/Personal Income Tax/Business Income 
Tax liabilities for a remote worker (U.S. citizen) & their non-Italian, U.S. employer in 
context of the Italian Digital Nomad/Remote Worker Visa (DNV). 


Social Security Tax (U.S. SSA/Italy INPS): Per the U.S.-Italy Social Security Agreement 
(Totalization Agreement), U.S. employer and U.S. citizen employee resident in Italy are 
exempt from paying certain Italian Social Security taxes—meaning the employer 
continues to withhold and pay U.S. SSA taxes only. To be exempt, the employer must 
request a Certificate of Coverage from the U.S. SSA and present it to the relevant 
authority in Italy ( 


The specific social security taxes mentioned in the exemption: Italian “compulsory 
general insurance for old-age, disability and survivors, as well as 


).” Italy’s INPS website suggests the 
translation/exempted taxes are “assicurazione generale obbligatoria per l'invalidità, la 
vecchiaia e i superstiti, nonché ai trattamenti di previdenza sostitutivi dell'assicurazione 
generale, come i fondi speciali di previdenza gestiti dall'INPS e altri regimi speciali di 
assicurazione di alcune categorie di lavoratori ex ENPALS, INPGI ed ex INPDAI.” 


Medicare Tax: This may be grouped with Social Security and not an issue. Per the U.S.- 
Italy Totalization Agreement (and the general U.S. webpage about Totalization 
Agreements indicating they cover Medicare under Title II of the Social Security Act), it 
appears the employer and employee will not be liable for Medicare-related taxes in Italy. 
Employer would continue to pay U.S. Medicare taxes and withhold accordingly on 
paystubs. 


Personal Income Tax (Italy IRPEF): Per the U.S.-Italy Tax Treaty, the employee will be 
liable for paying both Italian and U.S. personal income taxes. According to a Feb 2024 
KPMG report (Section 2.14, Page 15), it appears the non-Italian employer will not be 
responsible for withholding any Italian personal income tax. Instead, the employee 
resident in Italy will pay Italian income taxes wholly separate from the employer. 


Business Income Tax - Not Applicable if the business does not have a “permanent 
establishment” in Italy. Per the U.S.-Italy Tax Treaty, a foreign employer does not have a 
“permanent establishment” in Italy unless they meet certain requirements (see U.S.- 
Italy Tax Treaty, Page 6, Article 5-Permanent Establishment). With no permanent 
establishment in Italy, an employer is not be subject to Italian business income taxes. 
Note: the Italian Law Decree for the DNV (see Article 2 on Page 3 of this research doc) 
requires the employer be a company “not resident” in Italy. 
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Labor Laws - Although the U.S.-lItaly Totalization Agreement exempt the U.S. employer 
from withholding Italian social security taxes, 


For example, it looks like 
(TFR) is mandatory for Italian employers/employees, a stash of money that 
accumulates over time through payroll withholding. It seems odd for a “remote worker” 
on the DNV to be subject to TFR—in the the event they leave Italy after a year but stay 
employed with the same U.S. employer, what would then happen to the accumulated 
dollars in TFR? What about paid leave? As part of the Italy Digital Nomad Visa 
application, the remote worker will submit to the Houston Consulate a copy of their 
current employment contract—there is no mention that this employment contract need 
be written with Italian labor laws in mind. So, my initial thought, which needs to be 
confirmed with a global mobility consultant, is that Italian labor laws won’t apply to the 
remote worker with the U.S. employment contract. 


Links: 
e U.S.-Italy Social Security Agreement Full Text: 
https://www.ssa.gov/international/Agreement_Texts/italy.html 
o U.S.-Italy Social Security Agreement Overview: 
https://www.ssa.gov/international/Agreement_Pamphlets/italy.html 
o More general information about U.S. Totalization Agreements: 
https://www.ssa.gov/international/agreement_descriptions.html 
e U.S.-Italy Tax Treaty Full-Text: https://home.treasury.gov/system/files/131/Treaty-Italy-8- 
24-1999.pdf 
e Italy INPS (National Institute for Social Security) Website in IT (can use Google Chrome 
to translate in the browser): https://www.inps.it/it/it.html 
o Published sections available in EN: https://www.inps.it/en/en.html 
o INPS’ website about the U.S.-Italy Totalization Agreement in IT: 
https://www.inps.it/it/it/dettaglio-approfondimento.schede- 
informative.49821.sicurezza-sociale-internazionale-convenzione-bilaterale- 
con-gli-stati- 
uniti.html#:~:text=La%20Convenzione%20tra%20Italia%20e,16%20E%2020%2 
Ogennaio%201978 
e italy INAIL (National Institute for Insurance against Accidents at Work) Website in IT: 
https://www.inaiLit/cs/internet/attivita/assicurazione.html 


e  FEII Form employee would submit with U.S. tax return (IRS Form 2555, Foreign Earned 
Income Exclusion): https://www.irs.gov/individuals/international-taxpayers/figuring-the- 
foreign-earned-income- 
exclusion#:~:text=For%20tax%20year%202024%2C%20the,form20the%202024%20tax 


%20year. 


e Official Italy DNV Law: https://www.gazzettaufficiale. it/eli/id/2024/04/04/24A01716/sg 

e italy Digital Nomad Visa - Consulate General of Italy in Houston: 
https://conshouston.esteri.it/en/servizi-consolari-e-visti/servizi-per-il-cittadino- 
straniero/visti/digital-nomad/ 
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Brief employer/employee analyses from digesting the relevant Articles of the Italy 
DNV law (unofficial English translation) are presented across the remaining pages. 
The screenshots of the translated legal text don’t matter so much as the 


highlighted in yellow and [@galsprocess takeaways highlighted in green, 


Definitions 


For the purposes of this decree the following definitions apply: 

1) "citizen of a third country", anyone who is not a citizen 
of the Union pursuant to art. 20, paragraph 1, Treaty on 
the Functioning of the European Union; 

2) «highly qualified work activity», the activity 
carried out by the foreigner in possession of the requirements referred to in the art. 
27-quater, paragraph 1, of the legislative decree of 25 July 1998, n. 286; 

3) “digital nomad", the foreigner who carries out self-employed work 
through the use of technological tools that 
allow you to work remotely; 

4) "remote worker", the foreigner who, through 
the use of technological tools that allow working remotely 
, carries out subordinate work or collaboration activities 
according to the methods set out in the art. 2, paragraph 1, of the 
legislative decree of 15 June 2015, n. 81; 

5) «company even if not resident in the territory of the 
Italian State», the employer or client who 
professionally carries out an organized economic activity for the purpose of the 
production or exchange of goods or services with registered office 
also outside the territory of the Italian state. 


First Relevant Takeaway appears in Article 2 of 7 (Articles 1 & 7 not shown, just legalese) 
e Employer: This is merely the Article outlining definitions used in the DNV 
legislation, but it makes clear that the 


e Employee: Employee with an employment contract is called a “remote worker.” 
The self-employed, independent contractor is called a “digital nomad.” “Highly 
qualified work activity,” while not explicitly defined here, ultimately means work 
activity performed by a worker with a 3+ year undergraduate degree. 
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Article 3 


Requirements for issuing an entry visa 
and the residence permit 


1. Without prejudice to the provisions of art. 4, paragraph 3 of the text 
single, the entry and residence of foreigners referred to in art. 1, 
of this decree, workers are permitted who: 
a) have a minimum annual income from sources 
legal not lower than three times the minimum level foreseen for 
exemption from participation in health spending; 
b) have health insurance for medical treatment e 
hospitalization valid for the national territory and for 
period of stay; 
c) have suitable documentation relating to 
accommodation arrangements; 
d) demonstrate previous experience of at least six months 
in the context of the work activity to be carried out as a nomad 
digital or remote worker; 
e) present the employment or collaboration contract or the 
relative binding offer, if remote workers, for example 
carrying out a work activity that requires the possession of 
one of the requirements set out in art. 27-quater, paragraph 1, of the decree 
legislative 25 July 1998, n. 286. 
2. In the case of digital nomad entry, the 


provisional clearance pursuant to art. 40, paragraph 5, of the decree 
of the President of the Republic of 31 August 1998, n. 394. 


3. In the case of remote worker entry, it is not required 
the work permit referred to in the art. 31 of the Presidential Decree 
of the Republic of 31 August 1998, n. 394. 
4. The visa is refused or, if already issued, revoked, if the 
employer or client resident in the territory of the State 
has been convicted in the last five years, even with a non-sentence 
definitive, including that adopted following the application of the 
penalty upon request pursuant to art. 444 of the procedural code 
criminal, for the crimes referred to in art. 22, paragraph 5-bis, of the consolidated law. 
5. For the purposes referred to in paragraph 4, the applicant is required to 
present when applying for a visa at the office 
competent diplomatic-consular, a declaration signed by 
employer, accompanied by a copy of an identification document 
currently valid, which certifies the absence of convictions against him 
charged, in the last five years, for crimes referred to in art. 22, paragraph 
5-bis of the consolidated text. The diplomatic-consular office carries out 
sample checks on the declarations referred to in the first period, 
also through the competent police station. 


Article 3 Takeaway: 
Employer: This is not explicitly stated, but the 


). For visa application, employer must sign a declaration and include 
valid ID indicating they have not been convicted of crimes in the last 5 years. 
e Employee: Employee must buy their own Italian health insurance. 
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Article 4 


Methods for issuing the residence permit in favor of 
digital nomads and non-member remote workers 
to the European Union and their families 


1. To the foreigner in possession of the entry visa referred to in art. 
3 of this decree, the residence permit is issued 
according to the methods provided for in the consolidated text and in the relevant one 
implementing regulation. 

2. The residence permit must be requested directly from 
police station of the province in which the foreigner is located within eight 
working days from entry into the territory of the State, and it is 
issued through the use of advanced technology means, of which 
to the art. 5, paragraph 8, of the aforementioned consolidated law. 

3. The residence permit referred to in paragraph 2 bears the wording 
«digital nomad - remote worker», is issued for a 
period not exceeding one year and is renewable annually if 
the conditions and requirements that allowed it remain 
release. The art. applies. 5, paragraph 2-ter, of the consolidated law. The 
foreigner must show the documentation presented at the time of registration 
visa request endorsed by the diplomatic representation 
consular office to prove the issue of the residence permit. 

4. The residence permit is not issued or, if already 
released, it is revoked if the requirements or conditions are no longer met 


conditions referred to in this decree or when they are missing or 
the requirements for entry and stay are not met 


in the territory of the State, by articles 4 and 5 of the consolidated law. The 
residence permit already issued is also revoked when not 
tax and contribution provisions are respected 
in force in national law. 

5. The residence permit is not issued and the visa 
entry is revoked if, following the outcome of the checks carried out by 
competent police station, the employer appears to have been 
convicted in the last five years for crimes referred to in art. 22, 
paragraph 5-bis of the consolidated law. 

6. To the foreigner referred to in art. 1, paragraph 2, of this decree 
The reunification of family members referred to in the art. is permitted. 29, 
paragraph 1, letters a) and b), of the consolidated law, pursuant to and under the conditions 
provided for by the same art. 29. Family members are issued a permit 
of stay for family reasons pursuant to art. 30, paragraphs 2, 3 and 
6, lasting the same as that of the worker. 

7. The police headquarters communicates the issue of the residence permit, 
also sending a copy of the employment or collaboration contract 
with electronic methods, to the competent territorial inspectorate of 
work for competence checks. 


Article 4 Takeaway: 


e Employer: Employer must remain crime-free for the employee to renew the visa. 
The 


Article 


3/7 above indicates for the visa application that the employee submit the 
employment contract to the Consulate. 

e Employee: | believe the employee is fully responsible for complying with tax and 
contribution provisions (see Article 5/7 below). Employee must remain 
compliant to stay on the visa. 
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Article 5 


Procedure for verifying compliance with the provisions of 
contributory nature in force in national law 


1. The police headquarters communicates the issue of the residence permit, 
by sending a copy of the employment or collaboration contract, to 
competent territorial offices of the National Insurance Institute 
social and the National Institute for Insurance on Accidents at Work 
for competence checks. 
2. With respect to foreigners referred to in this decree, 
subject to the social legislation of a third country, they find 
application of the provisions of the bilateral conventions in 
social security matters stipulated between Italy and the third country 
interested. 
3. In the absence of such agreements, the regulations apply 
social security and insurance provisions provided for by Italian legislation, 
relation to the duration of the residence permit. 


Article 5 Takeaway: 
e Employer: The 


will be applied so that the Italian legislation on social security and 


insurance provisions are not applied for the duration of the residence permit. 


o Extra note: The U.S.-Italy Totalization Agreement is particular (with a 
special benefit) in that it does not have the detached worker rule like most 
other U.S.-foreign country Totalization Agreements. The detached worker 
rule stipulates that the U.S. employee transferred abroad/allowed to work 
abroad will be subject exclusively to U.S. SSA legislation but only for a 
maximum of 5 years abroad, thereafter having to switch to and comply 
with the foreign country’s SSA legislation. The U.S.-Italy Totalization 
Agreement does not include the detached worker rule—the U.S. 
employee in Italy can be subject exclusively to U.S. SSA legislation 
indefinitely. 
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Art. 6 


Methods for verifying compliance with the 
tax provisions in force in the national legal system 


1. For digital nomads and remote workers, not belonging 
to the European Union, referred to in this decree, the tax code 
is generated and communicated by the police headquarters when issuing the 
residence permit pursuant to art. 11 of the decree of the 
President of the Republic of 31 August 1999, n. 394. 
2. Digital nomads also require the attribution of a 
VAT number pursuant to art. 35 of the decree of the 
President of the Republic of 26 October 1972, n. 633. 
3. The issuing of the residence permit is communicated by the 
police headquarters, electronically, to the Revenue Agency. 
4. For the purposes of verifying compliance with the 
fiscal provisions in force in the national legal system, 
articles 31 and following of the decree of the President of the 
Republic dated 29 September 1973, n. 600, and articles 51 and following 
of the decree of the President of the Republic of 26 October 1972, n. 633. 
5. In the event that violations of the 
fiscal provisions in force in the national legal system are ascertained, the Revenue Agency 
will communicate this electronically to the 
police headquarters that issued the residence permit. 


Article 6 Takeaway: 


e Employer: 


Pera KPMG taxation report (February 2024), Section 2.14 Page 15, it seems no 
Italian taxes will need to be withheld by the non-lItalian employer. Italian IRPEF 
(Personal Income Tax) is paid by the employee via tax payments twice a year. 

e Employee: Employee will automatically receive a tax code (to file personal 
employee income tax in Italy). A VAT (value-added tax) number will not be issued 
to employee/remote worker—this would only be issued and applicable to 
contractor/digital nomad. Employee tax compliance provisions beginning with 
Article 31 and beyond, with the U.S.-Italy Tax Agreement being recognized in 
Article 75; VAT compliance is not applicable but begins with Article 51 and 
beyond. 


